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THE EFFECT OF AN EIGHT HOURS' DAY ON 
WAGES AND THE UNEMPLOYED. 

"The observations in the preceding chapter had for their principal 
object to deprecate a false ideal of human society. Their applicability 
to the practical purposes of present times consists in moderating the 
inordinate importance attached to the mere increase of production, and 
fixing attention upon improved distribution and a large remuneration 
of labor, as the two desiderata." J. S. Mill, Political ^Economy, Book 
IV. chap. vii. sect. 1. 

The reader may remember the account given by the late 
Professor Thorold Rogers, in his History of Agricidture and 
Prices, of the effects on wages produced by the Black Death.* 
In 1349 and 1360 that pestilence destroyed a large proportion, 
perhaps one-third, of the English population, and was fol- 
lowed by important economic and social changes, including a 
general rise of wages. The money wages of male agricultural 
laborers throughout England were on the average 50 per 
cent, higher in the half-century following the Black Death 
than during the ninety years before it.f The increase was 
different in different agricultural occupations and in different 
parts of the country. The price paid for threshing oats, 
which had been exceedingly low before the plague, rose from 
44 to 111 per cent. Wages in employments requiring little 
skill rose most. The wages of women engaged in farm labor 
rose fully 100 per cent. ; and boys' labor became especially 
dear. The wages of artisans rose pari passu with the wages 
of agricultural laborers. As for real as distinguished from 
money wages, the prices of most manufactured articles in- 
creased much ; but there was no rise in the price of grain. 
After the plague the demand for labor exceeded the supply. 
" We are told that crops were often suffered to lot in the 
fields for want of hands ; the cattle and sheep roamed at large 
over the country for lack of herdsmen ; that land went out 
of cultivation, and that the grandees were utterly impov- 
erished." X Professor Rogers enunciates the following prin- 

*Kogers, A Hntory of Agriculture anA Prices vn England, vol i chap. xv. 
pp 253-302. 

t Rogers, Six Centuries of Work and Wages, p 237 tltncl,, p 227. 
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ciple concerning the price of labor : " When by any series of 
causes or by any one dominant cause the demand for labor 
far exceeds the supply, the largest rise will take place in such 
kinds of labor as, first, are required on particular emergencies ; 
and, secondly, which were before the scarcity occurred paid 
at the lowest rate. In other words, a scarcity of labor affects 
the cheaper kinds of labor more fully than it does those which 
are most expensive." * 

It may be true that the great rise in wages after the Black 
Death took place mainly at the expense of rent, and was due 
to the recession of the margin of cultivation accompanying a 
heavy reduction in the population. Nevertheless the fact 
remains that a great rise in wages occurred which was not 
the result of an increased national dividend ; for the national 
dividend had decidedly diminished. 

I venture to think that a general gradual shortening of 
hours of work at the present time, resulting in a diminished 
product per worker (or, more accurately, in a less rapidly 
increasing product per worker), would lead to a rise in the 
price of labor, if not in the daily wage of the laborer, and to 
a reduction in the number of the unemployed. To whatever 
degree more intense and efficient labor should offset the loss 
of product resulting from reduced hours, the direct economic 
effects of a shorter day would be neutralized. 

The argument of workingmen that the general adoption of 
an eight hours' day would raise wages and absorb the un- 
employed is well known. A reduction in hours of work would 
be equivalent to the withdrawal from the ranks of men now 
employed of a certain number of laborers. The gap thus made 
would be filled by the unemployed. It is the competition of 
the fringe of unemployed or intermittently employed (com- 
prising 10 per cent, of the working classes in England in 
normal years, according to Mr. Tom Mann f) that keeps down 
the wages of the employed. If the number of the unemployed 
were lessened, wages might rise. 

The replj' which has been made to this argument by Mr. 

♦Rogers, History of Agriculture and Prices, vol. i. p. 274. 

1 Afemorandum, on the State Regulation of the Hours of Labor, by T. Mann, 
being Appendix LXXI. p. 127, in the appendix to the minutes of evidence taken 
before the Royal Commission on Labor (sitting as a whole). 
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John Rae in his valuable and entertaining book, Eight Hours 
for Worlc, and by other writers, does not appear to be con- 
clusive. It is said that the demand for work comes from 
the product of work, and that commodities constitute the 
demand for commodities. If the output of commodities falls 
off, the demand for them, and therefore for labor, must fall off 
also. So that (it is said), if a general reduction of hours 
resulted in a diminished national dividend, wages, instead of 
rising, would fall. In Mr. Rae's words, "The only way to 
increase the demand for labor all round is to increase the 
production of labor all round, and a general or serious diminu- 
tion of production always causes a general or serious decrease 
in the demand for labor." * " But, if all trades together were 
to restrict their output in the hope of distributing the work 
better, they would find they had merely less work to dis- 
tribute ; and, instead of making work for the unemployed, 
they would have unmade the work of a considerable portion 
of those now employed." f " The effect of shorter hours on 
the general wages of labor depends entirely on their effect 
on production. If they lessen production generally, they will 
lower wages generally." | 

Mr. Rae's position seems perfectly clear, but it depends on 
a half-truth. Ceteris paribus, wages vary with the productive- 
ness of industry, but only ceteris paribus. The theory that 
wages depend entirely on the efficiency of labor, or on the 
product of industry, is a new form of the old doctrine of the 
wages-fund. The characteristic feature of the classical doc- 
trine was the assumption that the wages-fund was an in- 
elastic quantum of the total circulating capital. The error of 
the theory that wages are measured by amount of product is 
in the implication that the proportion of wages to the total 
product of industry is at any given time rigidly fixed. Ac- 
cording to the theory that wages are limited by capital, wages 
might rise if capital increased. According to the doctrine 
that wages depend on product, wages may rise if the product 
increases. Both theories ignore the fact that a change in the 
volume of the national dividend may be accompanied by a 
readjustment of the relative proportions of the shares in 
distribution which will neutralize, or more than neutralize, the 

'Eight Hours for Work, p. 2Z3. t /6id., p. 215. t/6id., p. 242. 
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effect of the change in the national dividend so far as any- 
particular one of those shares is concerned. If the national 
dividend is diminished, the wages-fund will be diminished, 
profits will fall, interest and rent will be diminished, pro- 
vided only that the relative magnitudes of wages, profits, 
interest, and rent remain unaltered. It does not follow that 
if shorter hours lessen, or tend to lessen, the national divi- 
dend, they will necessarily lessen the wages-fund. For the 
wages-fund is the product of two factors: it is the national 
dividend multiplied by a ratio. 

Now, what determines the proportions in which the national 
income is divided into wages, interest, rent, and profits? If 
Professor Alfred Marshall is right in regarding both distribu- 
tion and exchange as governed by the same law of value, 
these proportions vary with the ratios at which labor, business 
ability, and the uses of land and capital exchange. Wages, 
interest, rent, and profits are the prices of the factors of pro- 
duction. They are determined, as the prices of all commodi- 
ties are determined, by marginal utility. If the supply of one 
of the factors of production, as compared with the demand 
for it, is contracted, its marginal utility increases and its price 
rises. The demand for any one of the factors of production 
is the supplies of the other factors. The ratios at which labor, 
business abilitj', and the uses of land and capital exchange de- 
pend on the quantitative relations of the factors of production. 
In a new country capital is not abundant, is restricted to its 
more profitable employments, and interest is high. In a new 
country where land is plentiful a comparatively small portion 
of the national income is paid in the form of rent. Abun- 
dance of fertile land makes a nation rich, but it does not make 
land-owners rich. It is not to the advantage of the national 
dividend that capital should be scarce, but scarcity of capital 
goes along with a high rate of interest. In like manner, if the 
supply of labor in the community is reduced by the adoption 
of shorter hours of work, product may be lessened, but the 
price of labor will rise. A contraction in the supply of labor, 
followed by a rise in its price, would lead to an absolute 
diminution in the demand for labor, but not in the demand as 
compared with the supply. The marginal buyers of labor 
would withdraw from the market, and labor would withdraw 



454 



QUARTERLY JOURNAL OF ECONOMICS 



from its marginal or least productive employments. It is true, 
as Mr. Rae and others have pointed out, that the demand for 
work comes largely from the product of work, and that to re- 
duce the product would be to reduce the demand. But the 
price of labor does not depend on the demand for labor, but 
on the demand considered with reference to the supply. The 
extent of the rise in price, due to restriction of supply, would 
depend on the character of the demand curve for labor. 

Now, the price of labor is one thing, and the daily wage of 
the laborer is another. The daily wage of the laborer varies 





not only with the price of labor, but with the amount of work 
done in one day. If a reduction of hours leads to a dimin- 
ished daily output per worker, the daily wage will fall unless 
the rise in the price of work is great enough to offset the loss 
resulting from the diminution in output. The daily wage is 
the product of the price of a unit of labor multiplied by the 
number of units accomplished in one day. Eight units of 
work, at 12| cents per unit, yield the same wage as ten units 
of work at 10 cents per unit. Whether the daily wage of 
the laborer would increase, hours having been shortened, de- 
pends on the character of the demand curve for labor. If the 
price of labor, represented in the figures by vertical lines, 
rises rapidly as the number of hours worked (or the supply of 
labor) diminishes, the wage of a day of eight hours may ex- 
ceed that for a day of ten hours. This is the supposition in 
figure A. O R is the price of labor per unit of time, when 
O N is the length of the working day ; O P, the price of labor 
per unit of time, when the number of hours worked is reduced 
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to O M. The rectangle R N represents the daily wage in the 
first instance, and the rectangle P M in the second. P M is 
larger than R N. In figure B the demand curve rises less 
rapidly ; and, though O P is greater than O R, the rectangle 
P M is smaller than R N. If the demand curve for labor is 
like the curve in figure A, shorter hours will increase wages ; 
if like that in figure B, diminish them. But a diminution in 
amount of work done (or offered to be done) or in the supply 
of labor would probably produce different results in different 
occupations and grades of labor. I do not see how it is possi- 
ble to predict these effects; but there is no evidence that the 
demand curve of labor in most occupations is certainly more 
like figure B than figure A. There is some reason to believe 
that, even if wages should tend to fall for a time, as a net con- 
sequence of opposing influences, a reduction in hours of work, 
by lessening the number of the unemployed and thus making 
effective combination among laborers less diflicult, would raise 
wages eventually by checking competition among the sellers 
of labor and making a partial monopoly of it. 

For, whatever immediate effects shorter hours might have 
on wages, they would certainly tend to reduce the number of 
the unemployed ; or, more exactly, as Mr. Sidney Webb puts 
it, to transfer some of the intermittently employed to regular 
employment. There is at present a demand, at current prices, 
for a certain aggregate quantity of labor (not for a certain 
number of laborers). Let us suppose, for the sake of the 
argument, that all laborers are paid by the piece. Nominally, 
of course, all laborers are not so paid, but underneath the 
appearance of a time-wage there is always the reality of a 
piece-wage ; and a reduction in the supply of labor will have 
the same effects on its remuneration, measured directly by 
amount of product or indirectly by length of working-time. 
Assuming piece-wages to be universal, the first result of 
shorter hours, theoretically, would not be a change in the 
price of labor : the price of labor would not rise instantane- 
ously, and therefore the daily earnings of the average worker 
would fall, his out-put being reduced. But the demand for 
labor would remain as before, there being as yet no change in 
its price; and the demand would be satisfied no longer. There 
is no reason why this unsatisfied demand would not be met by 
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the unemployed. But, as soon as the unemployed began to be 
absorbed, a new tendency, affecting the price of labor, would 
develop. The price of labor, before hours were shortened, 
was determined by the relation of demand to supply. As soon 
as the number of unemployed began to diminish, that relation 
would change, and consequently the price of labor would rise. 
Practically, the tendency toward a higher price would appear 
contemporaneously with the demand for the services of the 
unemployed and the shortening of hours. The higher price 
would cause some of the buyers of labor to drop out of the 
market, not quite so large a quantity of labor would be de- 
manded as before, and the net result of the reduction of hours 
would probably be a slightly diminished product. Whether 
the wages for eight hours' work would equal those for ten 
hours' work would depend, in different occupations, on the 
character of the demand curves for labor in the first place ; 
and, in the second, on the measure of strength which the re- 
striction of the competition of the unemployed would add to 
the position of labor organizations in their perennial contest 
with employers. 

Trades-unions have found it economical in the long run to 
support their unemployed members by out-of-work pay, in 
order to prevent the competition of the unemployed from 
depressing the wages of the employed. By checking competi- 
tion within their own ranks, and acting as a unit, trades- 
unionists have obtained a substantial rise in wages in many 
occupations. When laborers are completely organized, the 
price of their labor is not determined by competition : it is de- 
termined, as any monopoly price is determined, arbitrarily by 
the sellers, with a view to obtain the maximum return for the 
entire quantity of commodity sold. Now, shorter hours of 
work would give to large numbers of laborers, at present un- 
organized or imperfectly organized, an opportunity which they 
are far from possessing. These workers are now under the 
tyranny of competition. They keep down their own wages by 
bidding against each other, or rather the casually employed 
keep down their own wages by bidding against each other, and 
the wages of the regularly employed by bidding against them, 
and standing ready to take their places at wages-current. To 
whatever degree, l)y a redistril)nti<in of work, tliis cut-tliroat 
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competition could be mitigated, it would become possible to 
control the supply of labor, and to exact a monopoly price for 
it. In order to reduce the severity of this competition, or 
practically destroy it altogether, it would probably be good 
policy for the employed to divide even the present wages-fund 
with the unemployed. With the unemployed out of the way, 
effective united action on the part of laborers would be possi- 
ble, and considerable advances in wages obtained, especially 
by the lower grades of unskilled workers. 

But it has been said that, while a single trade may increase 
wages by regulating the supply of labor, all trades together 
cannot. This amounts to saying that a general rise in wages 
(relatively to the other shares in distribution) is impossible. 
It amounts, as I have already pointed out, to a doctrine of 
a rigid wages-fund. For, unless wages can be raised by check- 
ing competition among workingmen, they can hardly (rela- 
tively speaking) be raised at all in the present social order. 
There is no assurance that the constant growth of the national 
dividend, under a regime of unchecked competition, is accom- 
panied by a corresponding increase in wages. Certainly there 
is no assurance that, as the national dividend continues to in- 
crease, wage-earners will obtain an increasing proportion of 
that dividend, under a regime of unchecked competition. It 
would seem a kind of economic fatalism to hold that a general 
rise of wages, if achieved at the expense of the other shares in 
distribution, could be only temporary; that to diminish the 
return to capital, or the wages of superintendence, would be 
to diminish saving and lessen the energy of business under- 
takers so greatly as soon to produce a recoil on the heads of 
the working classes. Clearly, however, if a diminution in the 
available supply of labor and a general though gradual rise in 
wages led to reduced saving and something like a correspond- 
ing diminution in the supply of capital and business ability, 
the supplies of the factors of production would tend to re- 
assume their former proportions, and wages to fall back again, 
unless, which is by no means improbable, labor organizations, 
once firmly on their feet, could prevent wages returning to a 
competitive basis. It is true that capital now accumulates 
because of savings made out of interest, rent, and esjx-eially 
out of business i)roHts. A comparatively small percentage of 
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wages is capitalized. Probably, however, a gradual increase 
in wages would mean a diminution, not in the absolute amount 
of the rent, interest, and profits fund, but in the rate at which 
that fund expands. In other words, the fund out of which 
savings are now mainly made would grow less rapidly : capi- 
tal would continue to accumulate, but at a slower rate. Prob- 
ably, however, with a larger wage-fund, a larger percentage 
of wages would be capitalized ; and a check upon the rate at 
which the rent, interest, and profits fund expands would result 
in a tendency towards reduced expenditure out of that fund, or 
towards saving a larger proportion of interest, rent, and profits. 
Then a higher standard of life among laborers would stimulate 
the growth of capital by making possible the development of 
a considerable amount of inventive genius now latent for lack 
of opportunity.* It is possible that a slightly diminished rate 
of interest, supposing it to occur, would tend, on the other 
hand, to discourage saving ; but a falling rate of interest has 
not had that effect in the past. Savings are made for security 
as well as for their income-yielding power, and in some cases 
a lower rate of interest would actually stimulate saving. Capi- 
talists, confronted by a falling rate of interest, would in many 
instances reduce their expenditure and add to their principal, 
in order to prevent a diminution in their resources and receipts. 
It is hard to see how the rate of interest could fall, however, 
or fall more rapidly than at present. For, if the rate at which 
capital accumulates is reduced, owing to a diminished rate of 
expansion of the rent, interest, and profits fund, the rate of in- 
terest, which tends to fall owing to the increase of capital, 
would fall less rapidly. The entire question as to the reac- 
tion upon wages of a diminution in the rate at which capital 
expands in a speculative one, and complicated by various con- 
siderations. For instance, it is not certain that the demand 
for labor increases in proportion to the increase in the supply 
of capital and machinery. By the adoption of shorter hours 
for work the available supply of labor in relation to the de- 
mand for it would be reduced, and the price of labor tend to 
rise. But, if the higher price checked the growth of capital, 
it would hardly check the demand for labor to an equal degree. 
On the whole there seems to be little solid ground for denying 

*See Marshall, Principles of Economics, vol. i. p. 272. 
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that the wages-fund might obtain, year by year, the lion's 
share of the increase in the national dividend. 

For shorter hours will come gradually in one trade after 
another. And they will come gradually in every trade, for 
overtime work will disappear slowly. There is therefore no 
reason to anticipate that the national dividend will be dimin- 
ished absolutely, though production may be less with short 
hours than it would be with long. Nor is it likely that the 
daily wages of laborers will actually fall, even when the 
shorter day is first introduced. Laborers are not willing to 
accept the shorter day along with a heavy reduction in wages. 
Therefore, it is likely that in the first instance a redaction 
in hours will be obtained in lieu of a rise in wages. Shorter 
hours, thus obtained, would imply an addition to the wages 
bill ; but the addition would go to the unemployed rather than 
to the employed. But, however the economic effects of a re- 
duction in hours of work might be obscured, they would be 
none the less real. Daily wages would tend to fall, owing to 
a diminution in the output per worker, and tend to rise be- 
cause of the increased demand for labor as compared with the 
supply. The net result of these counteracting tendencies 
would be different in different occupations. But the increase 
in the demand for labor, as compared with the supply, would 
reduce the number of the unemployed. Effective combina- 
tion would become possible among many laborers now un- 
organized or imperfectly organized, competition could be 
checked among them, and their labor sold, approximately, 
at a monopoly price. And, in accordance with the principle 
of Professor Thorold Rogers, — quoted in an early paragraph 
of this article, — the gain would be greatest for unskilled and 
casually employed workers. They suffer most from excess in 
the supply of labor, and have heretofore made little progress 
towards effective organization. 

Chaelbs Beaedslbt, Jb. 
State University of Iowa. 



